Person to Contact:
YTelephone liumber:
lefer Reply to:

Date:DEB 03 990

ear Applicauc:

ke have consldered your application for receguition of exenption frou Pederal

Incore Tax under Section 561(c)(3) of the Internal Revenuc Code of i9¢6,

The Intormation submitvied discleses that you were incorporated on
B :nder tic nonprofit corporatiun laws of the State of

According Lo your Articles of Incorporaticn and ycur Aumended Articles of
Incorporaticu, the purposes for which the corporation is orzanized are:
i+ To promote education and tesearch activities regarding the past;

preseat and future status of ;
2. To preserve the tn the traditional [N

.

? X
3. Te continue and to iwprove the quality of the

»
4» To infore and to discuss with the vendors, shoppers, interested and

invelved populace the problems facing thre

obtafn {nput from these people as to the rethods of comba

such vroblems; ‘

5. To develop a iiaison relatlonship betweecn the -(
and City, State and Federal officials to help

, acd to
ting and solving

preserve, laprove and promote the and
b. 1o promcte and co develop a quality [N ;o -
peeple,

Mernbership in your organization is limited to "active _
vendors” vho viere later deternined to te for-profit entities, Only members of

the organization, who are active vendors vay officiate as officers/board or
ditrectors.,

H
L

As & result cf the expansion of the | ;- exercising their
right of inuinent domain, the continued existeace oi the I

has beey threatened.

Propesed ;oals of the vrpanization are described per the attaciied Exhibic A

Sumame
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ERRS 20

. Section 501{c)(3) of the Code provides For the exeaption from Federal Income.

Tax of corporations organized and operated exclusively for religious,

_charlitable, literary, scientific, and educational purposes; no part of the net
earnings of which inures to any private sharcholder or individual.

Section l.SOl(c)(3);1(e)(1);of:the Income Tax Regulations proviées that "an
organization will be 7rezarded as “operated exclusively”

purpeses ooly 1f it engages: primarily in-activities.which accomplish one or
. "mo‘[e ofsuch‘exempt p“rpbées speclfled 1n 'Sjection' 501(c)(3)' Au .ofganlza tiOu'.
. .,%i1] not be 50 regarded if move than an fnsubstantial part of its activities
" is ot iplfur;hEtance of an exempt purpcse . R o

‘Section 1-501(F)(3)51(d)(1)(11) of the Income Tax Regulations provides that an -
. drg§bizatiqn,lsﬂpot‘otganized and operated exclusively for exempt Purposes
| unless it serves a public rather than & private interest. Thus, ft'{g
" necessary £OT an organizatien seeking exemption under Section 501(c)(3) to
. establish that it is not organized or operated for the bemefit of Private

.. . Interests such 28 designated individuals, the creaior or his fanily,

| I Y T P T
shareholders of tle orgunization, or persons controlled, directly or
~indirectly, by such private interests, - T '

.'1ﬁSe§tion.1.501(9)(3)‘1(d5(2)i°f'the.I“§°“e'7hx-Régulations définés the tern
L %charitable” to include the advancement of education and the promotion of

social welfare by oréanizatibns‘desfgﬁ63~tO“comqu community deterforation.

Section 1.501{c)(2)~1(d)(3) of the regulations defines the term "education” as
relating to (a) t:. {nstruction or training of the individual. for the purpose
.~ of improving or developing bhis capabilities or (b) the instruction of the

" pudblic on subjects. useful to the individual and beneficial to the éommunitY-

- An example in this section states that an organization whose activities
consist of presenting public:discussion groups, forums, panels, lectures, or

" other similar prograns, may be an educational organization.

In construing the ceaning of the phrase “exclusively for educational purposes”
in Better Business Bureau vs. U.S5. 326 U.S, 279 (1945) the Suprene Court of
the United States said, “This plainly means that the presence of a single non-
educztional purpose, if substantial in nature will destroy the exemption
regardless of the nunber or importance of truly educational purposes.” This
statenent applies equally to auy category of charitable purpose under Section
- 501(c)(3) of the Code, - | - '

In Gondla Cotp, 44 TYQN, Dec, 39,214(M), TC Neuo 1982-422, an organizacisn was
held not to be exempt where its substantial purpose was to promote -itg
founder”s idess and writings for the founder”s benefit. :

for one or nore exempt .



‘In a.M. Bittler, 39 TCH 622, Decs 36,416(K}, TC lemo 1979-640, the court ,
upheld the denisl of tax-exempt-stalus to both 2 corporation and trust which -

vere found to have served the business and private ipterests of their creators .

Contributions were also not deductible.’

-As-ahe'officers‘and the board of directors of your orpanizaticn are also
" ective licensed for-profit vendors of the'h, their
particulsr comcern in the preservation of I sccves = personal/private
interest similar to the ccurt caze, AH. Nittler, as opposed to a public
fnterest.  The intevest of the public would only be the purchasing of items at
the flea warket, which is no different that purchasing products at a discount
store. Huch of the organfzation”s propoesed time would actually be directed

ather than a‘ny'P_ﬂblic interest specified In Code Section 501(c)(3). -

tovards prouoting revitalization, monitoring city plananing processes, lobbying

for Levter clty services for the IR:rc:, creating a regulatory body for

». Seeklug pernanent structures for the Market as well as enbanciny
the overall-operacion ‘of » Such activities are not construed as
veing cducational nor charitable in conjunction uith cthe regulations stated
zhove, '

Y¥hile you did Bta;e;.per phone conversation, that you as representatives of

the orgecization hLad appeared at various universities discussing the bartering

“and trading atmosphere of N, the tine involved in such activity 1s
iusubgtantial to the overall purposes of tlie organization, ’

The prinary focus of the organfzation 15 to naintein an open air selling flea
market, si:milar to any other flea market and provision of services for the

- mewbers related solely to the market 2nd therefore not &n exempt activity
under Section 301(c)(3) of the Code, g -

lic have coucluded, based upon the facts and evidence on £ile, that you are not
operated exclusively es s char{teble or educational organization described in
Secticn 501(c)(3) of the Code because a substantial amount of Your activities
and operations are directed towards the Ivprovement and advancenment of the
.prefessional Intercst of your uembers. ‘ ‘

Accordingly, vwe have concluded that you are not entitled to recognition of
exeuption from Federal Income Tax under Section 50i(c)(3) of the-Code, since

- you are not organized an¢ operated exclusively for charitable, religlous, ov
- other exeupt purpcses within the meaning of Section 501(¢)(3).

-‘{_du-are rétjulted to file Federal Income Tax, Returns.

'Céptr'it:u'tions made to you are not deductible by the donors as char{table
coatributions &3 defined in Section 170(c) of the Code.




"1f you do not 28Tee' with these conclusions, you may within thirty days from

_the date ‘of this ‘letter, file s brief of the facfs, law and arpuments (in
duplicate) which clearly sets. forth your position. In the event you desire an
oral discass1on “of. the isaues, you sheuld sc indicate in your submission. a
.ccuference will be arranged in the kegional Office after you have submitted
your brief to the Chicago District Uffice and we have ha? an opportunity to
consider the hrief and it appears that the conclysious reached azre still
unfaverable to you., Any submission must be signed Ly one of your principal
cfficerz. It the natter is to Le handled by & . representative, the Conference
.and Practice hequirements regardiug the: filing of a pouer of attoxney and
.evidence of enrollwent to practice rust be met. we have enclosed Publication
892, Exeapt Lr)anization Apyeal Procedures for Adverse Deterwinatlons, which
.explains . in detail your rights and procedures.

it )eu do not nfotest this. proposeq deterviration in a timely nanner, it will
ve cousidered by the Internal levenue Service as a failure to exhaust . :
" available aHministrative reredies. ‘Section 7428(b)(2) of the Internal Revenue
Code provides in part that "A declaratory judgment or decree under this
‘section shall not be issued in zny preoceeding unless the Tax Court, the Court
of Claims, or the Gistrict Court of the United States fer the District of
Colunbla deternines that the orgesnization iuvolved bas exhausted

administrative zemedies avallable to it within the Internal Revenue Service"

Please keep chis determination letter in your permanent records-

It you agree uith this qetermination, please siyn and return the enclosed Form
-601b.

If we do not hear f:cm you within 30 days from the date of this letter, this
deterrination will become final. In accordance with Code Section 6104(c), ue
will rotify the appropriate State officials of this action.-

- 3incerely yours,

Bistrict Director_

" Enclosures:
Publication 892
Form 601K




-

~r

-

) E’Xl“HBIT A

1

ST P.2 #3.

Proposed Goals for |

1. Preserve the

~-For its historic value

--For its present cultural and economic values (as unique
part of city scene, a weekly gathering from all ethnic ang
economic groups and serving everyday needs of working people
and collectors.)

--For the future cultural and economic values of an enhanced
Market

-~Support development freeze in area until adequate plan for
Market preservation is in place

--Pursue designation of area as historic district, so that by
law all development in area must be compatible with the
Market

-~Determine legal status of the Market

-~Petition drive to preserve the Market

2. Monitor and participate in planning processes of city,
university and private developers.

-~Gather information on those processes, on any existing
development plans, on current ownership, zoning, etc, of
Market-area property,

--Appoint liaisons to various planning authorities.

-~Present planners with coherent and unified voice of Market
vendors and consumers

3. Propose iiilependent plan for development of area

--To influence & provide alternative to other planning
processes and to get key elements implemented. _

--The plan should provide for the preservation and enhancement
of the Market and should propose mixed-used neighboring
development compatible with and supportive of the Market.

~--Explore area east of ﬁfor possible extension of
Market activity

--Prepare detailed description of planning proposal, with
drawings & models

4. Seek permanent structures to house Market activity
~-Structures must be flexible, low-maintenance, with truck
access for vendors, garbage collection, recycling, etc.
--Tailor structures for different categories of sellers and
provide for a certain number of occasional vendors
-~Group vendors8 by type of activity
--Provide performance areas for musicians

3. Pursue revitalization of? proper (the blocks
immediately east and west of )
--Existence of structures there provides stronger basis for

landmark status and focus for preservation activities
--B is historic and emotional center of the Market




- 6. Lobby for needed.city services
--Garbage collection & recycling
--Police protection ' '
--Continued issuance of new vendor licenses
--Solution to traffic problems
-~End illegal dumping and keep area clear
-~Public toilets ‘

7. Creation of a Separate self-regulatory body for the Market
--Determine vendor concerns, Priorities by survey, discussion
~--Assign slots’ T
-~Regulate food preparation and sale
-~Code of ethics, such as no sale of merchandise stolen from
other vendors, etc,

~-Crime control ‘ _

--Support services: washroom facilities, telephones,
electricity, ete, . . )

-~Enhance quality of Market .

--Provision of parking

~-Encourage diversity of vendors

8. Publicity & Promotion - :

--Publicize Market, music through calendar listings, media
stories, advertising, handbills, T-shirts, tourist
itineraries, etc, .

=-Publicize planning issues and perjl to Market from
development of the area '

--Revive tourist interegt in the Market and historic -
- - I .

~=-Bring special events--fairs, etc.--to Market

~~Contact successful bysinesses, Prominent people with roots
in

-~Prepare flier giving history of Market

—--Compile resource file on history of Market

. --Establish ties with neighborhood ang citywide groups

9. Explore extension of Market to Saturday ang provision for
daily selling

10..Sponsor educational programs to-teach trades.and business,






